By CHARLES A. WAITE and JOSEPH C. WAKEFIELD

Federal Fiscal Programs

HIGH rates of inflation in 1876 and
tha prospect for their continuntion were
the mejor faciora in the formulation of
fisca)] policy in the budget submitted to
Congress in Jate Jonuary. As outlined in
the budgei ond the Feonomic Report of
the President, policy is designed to
prevent the spread to the rest of the
econumy of Jouble-digit price increases
of oil, food, and housing and reduce the
overall rate of inflation. Even though &
mild recession is forecnst for enrdy 1980,
the administration believes that fiscal
resiroint 35 essential to lower infla-
tionary expectations in order to restore
rensonnble price stobility ond inter-
national ecopfidence in the dellar. For
the longer term, fiscil restraint is neces-
sory to generate sufficient sovinge for
the capital formation required Jfor
higher productivity growth, which in
turn will help reduce inflation.

In 197%, o recession wos genernlly
expected, but at yesrend bad not
materinlizad. To o surprising extent,
the economy absorbed the shocks of
rising ol prices, substontially accel-
erated inflation, ond tightening mone-
tary policy, Under these circumstanees,
the sdministration feels that ihe risk af
fisenl yastraint is far less thon the risk of
fizenl stimulus. Moreover, the adminis-
tration believes that stimulative policies
are Jifficult to revarss, ond the long-
term inflationary effects of unwarranted
stimulative policies would be severe. It
has indiented that less restrictive poli-
cies will be ndopted if economic eircum-
stances worsen significantly.
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Consequently, the budget for fiscal
vyenr 1981 provides almosi no incrense
in total real spending; on incrense in
defense spending is lorgely offset by a
decline in nondefense spending. Thera
rre lorge tax increnses for social security
vnder current law and a proposed wine-
foll profits tax on domestic oil produc-
ers; there are no major tax reductions,

The only mojor policy imiiative ia
the energy program, which wos sub-
matied to Congress last year. The prin-
cipsl elements of the epergy program
are the windfell profits tax, energy tnx
credits, an Energy Security Corpore-
tion (ESC), and an Energy Mobiliza-
tion Bonrd (EMB). Details of the
windfall profits tax and the epergy tax
cradits are discussed Inter in this article,
The ESC will provide both direct loans
ond Joan guarantees to assist priveta
enterprises m the development of syn-
thatic fuel projects. It will ulee arrange
purchosing apresments or price guaran-
teee to chelter synthetic fuel developers
from the risks they would ofherwise
face beepuse of the uncertainty of
future oil prices, The EMB will have
the authority to waive procedursl re-
quirements of Federal, State, or local
lews in order to expadite the develop-
ment and construction of eriticnl enevpy
facilities. Tha peal of the energy pro-
gram is to reducs oil imports from the
current. level of £.1 million barrels per
day to 4.5 million barrels per day by
1990,

Econormic gssumptions

As deseribed by the Couneil of Eco-
nomic Advisers (OEA}, most of the
major sectors of the scomomy wers
wesher in ealender 1979 than in 1074.
Growth of renl consumplion expendi-

tures over the four quarters of 1979 wos
the smallest since 1974, and would have
been even smaller if consumers had not
reduced their saving rate and increased
their debt. Kesidential construction de-
clined; & major factor in bthe decline
late in the ¥yeer wos a substantial
mmorense in the coat of morlzage and con-
struction financing. Business fixed in-
vestment slowed, in part because of the
grodual increase of excess capacity and
reduced profit margins. Inventory in-
vestment 1eflected csutious policies;
most industries ndjusted production to
avoid undesired increases in inventories,
Government purchases ware emsentially
flat. On the other hond, net exports in-
sreased substantially, helped by depre-
ciation of the dollar during late 1977
and 1978,

Employment grawth remained strong
in 1979. Tetal employment increasad
over 2% million and the unemployment
rete Temained in the 5.7-5.9 percent
range. Productivity performance con-
tinvned to be poor; productivicy declinad
for the first time since the racession year
of 1074, Imflation wcoelerated to 10K
perconi (based om the fived-woighted
GNP pries index) vver the lour qunrters
of 1979 from %) percent over the pre-
vious four quarters; based on the Con-
sumer FPrice Index (CPI), mfiation
accelerated to 12Y percent from nesrly
o percent over the same period. Energy
prices were the Jargest faetor in the
nceeleration.

It was in this context that the ad-
ministration formulated the economic
nssumptions underlying the 1981 budget
{table 1). According to the CEA, thers
are a number of rensons Lo axpect &
recession in the first hali of 1980, Con-
sumer spending is likely to slow, as
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likely to slow, as riging oil prices and
incrensas in offective tax rates couvsed
by inflation dampen consumer pur-
chasing powsr and as the saving rate
inerenses from its unusually low lourth-
quarter level. Businesses will probably
eut eapital spending in reaction io the
consumer slowdown. Housing starts mny
declme {urthar in responsa to reducad
avnilability of cradit and high interest
rates. Finally, inventory cccomulation
in likely to decline as final sales weaken.

However, the CEA expects the re-
cession to he “mild ancl bedsf," not ex-
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temding much beyond mid-year. Heal
GNTF zrowih is expected to resume
Inter in the yeur, but slowly at first.
Undlerlying this forecast is n turnarcumn:d
in consumer spending, which mnthers
strength in 1981, when eémplayment is
expecte] o rise more strongly whila
inflation moderates. Housing starts are
likely to recover late this yeir in ve-
sponge to lower interest rates an:d con-
tinuing strong demographic factors.
Business  fixesl  investment  and
inventory geewmulntion nre nlsn ax-
pected to turn up ns other sectorz of
final Jemaml resume their sxrowth and
interest rotes decline.

{iregs national produoce is {orecasi to
ilecline shout 1 percent from the fourth
quarier of 1970 to the fourth quorter of
1980 snd to inerense 2% percent over the
four quarters of 1981,

Employment = hikely to be un-
changel in 1980, <espite the wenkness
in real GNYP, apud increases in 19531, The
unemployment rete is forecast to in-
crense o 7N percent in the fourth
gquorter of 1980 and to decline to 7Y
percant by the end of 1931

The CEA expects inflation a5 meas-
ureil by the CFPI to slew in 1980, par-
Heularly in the second half; smaller
increnses In energy prices ond in the
costs of purchasing and Annncing homas
are  pripeipally  responsible. Some
further slowing is expacted in 19081, Tha
CPY s projected to incrense 10.4 parcent
aover ¢he 12 months of 1980 amd 8.8
percont in 1951.

Unified Budget

The unified budget deficit decreases
from $30.8 billion in fiscal year 1080 to
$15.8 billion in fizcal yeny 1981 {chart 1).

Receipts inerense §78 billion—or 14.4
parcent—in 1981, to $600.0 hillion
(tabla 2}. Receipts in 1980 are $5231.8
billion, up 12.5 percant from 1979. The
larpest percentogs incraases in 1881 e
in excise taxes {53 percent), which in-
clude the windlall profits tnx; soeinl
insuranes toxes and contributions {16
pereent); and individual income taxes
(15 percent), Corporation income trxes
declineg 1 pereent; all other raceipts in-
cregse about 9 pereent. According to the
budret, $51 bilion of the 1981 change
resutlts I'vom tax lows in effact January 1,
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1978, and $25 billion results from admin-
iztrative actions and tax law changes—
Loth enacted and proposed—singe that
dete. Regmipts in 1981 are 21.7 percent
of GNP, the hiphest since the record
21.9 percent in fiscal 1044,

Outlays increaze $52 billion-—or &
percent—in 1981, to $615.8 bilkion. Out-
laxs in 1980 nre $563.6 billlon, up 14
percent from 1979, About 56 percent of
the 1981 increase—329 billion—is for
income security and 30 percent—&LD
billicn—is for national defense, Two
other functions—health and net in-
teresi—more than ncecount for the re-
maining increase; all other {unclions
decline on balance. The admimstration
iz again proposing warious cutlay re-
ductions requiring lezislation. Thesa
reductions nmount to $5.6 billion in
1981, and include hospital cost contain-
ment ond Federsl pay reforms. Un-
usually large asset sales nlso limit tha
increasa in 1981 outlays.

Estimates of outlays are subject to
substentinl revision. For example, the
gstimate of 1980 outloys hos been
revised upward $32 billion from the
inilin] estimate mode in last year's
budget. Acccording fe o preliminary
review by the Congressionnl Budget
Office, outloys in 1981 may be under-
stated by rouzhly §7 billion even i all
of the sdministration’s spending pro-
posalz are appreved by Congress; out-
lays in 1980 may be slightly overstated.!
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A comparison of budeet estimates and
“actuals" for 1977-80 shown in
table 3.

In constant (fiseal vear 1972) dollars,
total outlays incrense only 0.2 percent
m 1951, according to the budeet,

National delense outlays inerease 5.5
percent and nondefense outlays decline
1 percent (chari 2). The decline is the
net result of a 3.4-percent increase in
payments Lo individuals, mamly under
the social security, unemplovment in-
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surance, and food stamp programs, and
i Y-percent decline in all other outlays.

Long-range budget outlook

The budgret includes receipts and
outlays through 1985, Outlay estimates
for 1982 and 1983 have received ex-
plicit poliey review, and represents the
administration’s tentative long-term
plans for major new initiatives and
program  teductions. They allow for
growth of real outlays in certain areas,
such as defense, research and develop-
ment, and enercy, and declines in most
other areas. In current prices, outlays
inerease 11% percent in 1982 and almost
13 percent in 1083. National delense
outlays increase substantially in both
vears. Energy outlays increase about
36 percent in 1982 and about 23 per-
cent in 1983, The 1983 estimates include
$24 billion for national health insurance.
Receipts increase 15 percent in 1982
and 15% percent in 1983 ; these estimates
do not reflect tax proposals beyond
those assumed for 1980 and 1981, The
budget is projected to be in surplus—
about $5 hillion—in 1982; the surplus
inereases to $25 hillion in 1983,

The estimates for 1984 and 1085 are
extrapolations: outlays incresse 8 per-
cent in 1984 and 7} percent in 1985;
receipts increase 15 percent in both
yvears, and the surplus continues to
increase.

Current services estimates

Current services estimates show what
receipts and outlays would be without
poliey changes. They are neither recom-
mended amounts nor forecasts, but
rather are a base with which adminis-
tration or congressional proposals can
be compared. The level of outlays shown
are those needed to maintain on-going
Federal programs and activities at levels
of the preceding year. The estimates in
this year's budget also reflect the effects
of inflation on virtually all programs.
Previously, the current services esti-
mates included only the effects of
inflation where program benefits were
tied to the cost-of-living or where there
was a clear intent to cover the costs of
inflation, and provided a less meaning-
ful measure when compared with the
budget than do the new estimates.
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Despite recognition that current serv-
ices outlays and tax rates would have
somewhat different economic effects
than the budget estimates, the current
services estimates are based on the same
economic assumptions. Use of different
economic assumptions would make it
difficult to separate the effects of policy

differences from the effect of differences
in those assumptions, This year, ac-
cording to the budget, the differences
are small compared to the uncertainties
inherent in the economic assumptions.

Unified budget receipts in 1981 are
$21 billion higher than current services
raceipts, largely because of the proposed

Table 3.—Unified Budget Outlays: A Comparison of Budget Estimates and *“*Actuals™
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windfall profits tax and several pro-
posals to speed up tax collections under
the administration’s cash management
program (table 4). Unified budget out-
lays are 3.8 billion higher than current
services outlays, because proposed in-
creases ($13.5 billion) exceed proposed
reductions (9.7 billion). Aboul 80 per-
cent of the increases are for national
idlefense (excluding pay raises) and en-
ergy programs, Federal pay reform and
lower net interest, reflecting a smaller
budget deficit, account for 40 percent
of the reductions. A significant number
of the proposed reductions, such as
hospital cost containment, other medi-
care and medicaid reflorms, and impact
aid to education, require legislation re-
ducing suthorized program levels, The
unified budget deficit is more than $17
billion lower than the current services
budget defieit.

Federal Sector of the
NIPA’s

Reeceipts on the national income and
product accounting (NIPA) basis in-
crease £77.1 billion in 1981—%0.9 billion
more than unified budget receipts. The
larger increase is more than explained
by netting differences; all other differ-
ences, taken together, work in the other
direction (table 5). Netting differences,
which add to NIFA receipts relative to
unified budeet receipts, nerease $1.1
hillion in 1980, They consist of Federal
employer contributions to sovernment
employee retirement [unds, which are
excluded from the budget as intragoy-
ernmental (ransactions, but included
in NIPA receipts and expenditures;
items recorded as negative receipts in
the unified budget but as NIPA ex-
penditures: and items recorded as re-
ceipts in the unified budget but as
negative expenditures in the NIPA's.
An example of the last type of item 15
the payment by States to the Federal
Government of a part of the additional
royalties they would earn as a result of
the phased decontrol of erude oil prices.
This payment is part of the proposed
windfall profits tax legislation assumed
in the budget. It is treated as an excise
tax in the unified budget and is netted
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Table 4.—Relation of Current Services
Estlmate to Uilfied Budget
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governments in the NIPA's,

As noted, other differences, inken
together, partly offset the effect of
netting differences. The major differ-
ence iz related te timing. In NIPA
receipis, taxes paid by corporations ere
recorded on & lability basis ond taxes
paid by individuals (including proprie-
tora} on o “when paid” basis; the uni-
fied budget records all receipts on o cash
sollections basis, i.e., largely when Fed-
eral Reserve banks inform the Treasury
of deposits in Federal tox ond loan ae-
counts. Collections excead liabilities
and payments by $4.7 billion in 1980
and $4.9 billion in 2981, The exeess in
1580 raflects two factors: {1] tha de-
clins in corpoiation profits forecast in
the budget, which reduces liabilitics
mors rapidly than collections; and (2)
aceelerated deposite of social security
taxes by State and local govemments.
At the present time, thess povernments
collact socinl security tnxes from their
smployees on o current hasis, usuvally
biweekly, but make quarterly deposits
1o the Trensury 45 daye after the end
of tha quarter. Under the revised sys-
tema, effective July 1980, depasitz by
States npd localities will be made more
quickly, The somewhai larger excess
in 1981 principally reflacts several other
cash manapement proposals regniring
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large amployers to deposit income and
gocial gecurily taxes withhald from am-
ployses on a more timely basis and
requiring toxpayers to meke income
tax payments cleser o the time tinbili-
tiss occur. For example, beginning in
calenilar 1981, corporations woull be
raquirerl to roisa the level of estimatad
tax payments matde iluring the year
from 20 percent to 85 percent of total
Kability. Another proposal modifies the
major axception to the S0-percent: re-
quirement, namely, that » corporation
can make estimpted poiyments based
on the previous year's tax liability.
Under current law, o corporation with
a loss in the previeus year need not pay
any estimpied tax, Tnder the new
praposal, large corporations would be
requived to meke estimatsd payments
thot, ave ot least 60 percent of the cur-
rent yvear liability, i that smoeunt ex-
ceeds the previous year linhility,

Expendditures on the NEPA hasis in-
crense $62.1 billion in 1981—80.9 billion
more than unifled budget outhays. The
differenee is duoe to several faciors (toble
6}. (1) MNei lending, which iz extiuded
from the NIPA's but included in the
unified budget, declines $7 billion. Sales
of loans by the Faymers Home Admin-
istration pnd the Government National
Mortgape Association account for most
of the decline. {2) Snles of Outer Con-
tinental Shell oil lasses, which are de-
ducterd from cutlays in the budget but
excluded from the HIPA's becadse they
are transfers of opssels, inorease $i.2
billion. (3) Netting differences, «is-
cussed enrlier, increpse $1.1 billien. {(4)
Timing differences reduce NIPA ox-
penditures reletive to unified budget
outlays by $0.7 billion less in 1981 thon
in 1980.

Timing differences principolly involve
nationsl defense purchoses. Defense
timing diffsrences are of two types: {1}
Militory sales to foreigners are deducted
{roen budget outloys ot the time of cash
receipts; in the MIPA's they nre de-
dusted from government purchpses nt
the time of export. {2) Defense goods
are recorded in the budget at the time
of ereh outlaye, including ndvance pay-
ments made prior te production and
progeoss payments mads while work is
in progress, and in the MIPA's mainly
ot the time of delivery. The NIPA treat-
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Table G=Relation of Federal Governntent
Receipty in the MNotipnal Income and
et Aooounts 1o the Unifiod Budger
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ment iz conaistent with that of defense ~

controctors who generally report sales
antl inventory changes when goods nre
deliverad. Ctther timiog elements in-
chule the differsnce between cash out-
Tays amd 1leliveries vnder the strategic
petroleum reserve program, amd the
difference between State withdrawals
from the unemployment insurance trast
fundl in the bodget and the payment of
unemployment benefits in the NIPA’s,

Coverope 4ifferances are alse in-
cluyded in the reconcilintion, but do
not lend to mojor differences batween
increases in unifies] budget cutlays and
NIPA expenditures from 1880 to 1981,
Coverage cifferences arize lorgely be-
coust the net expenulitures of scme
agencies, such as the Postal Servies
ond ths Federel Finsncing Bank, ave
excluded from the budget but included
in the Federal sector of the NIPA's
Howover, many of these "off-budgei”
entitics are engaged in financiel ac-
tivities excluded from the NIPA's;
accordingly, in table §, total off-budget
cutloys nre added to unified budget
outlays under “coverape diffarences”
and the nassosiated net lending is
subtracted under "Fnaneial transwc-
tione,”

Ae o result of the chooges in the
reconsiliation items in' recsipts apd
expenditures, the NIPA dafisit does
not decline as much az the unified
budget deficit from 1980 to 1981: The
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former daclines $15 hillion, antl the
latter $24 billion.

@uﬂrmﬂy potitern

The mild recessien forecast for the
Frst hall of colendar 1980 reswlis in a
large increase in the Federnl dofieit on
the NIFA basis, peakinz ot 8477
Biltion in the thirl quarter. The defieit
doclines far three quarters Lharealter
as the ecomomy imploves omal social
gopurity toxes mre raised, but inereases
in mid-1981 ful]uwmg a lorge socinl
gacktrity benefit incrense. In tha thinl
quarter of 1081, the projected deficit
amounts to $82 billion, roughly 55
billien below the nclpal deficit in the
fourth quarter of 1979, Table 7 shows
the major factors underlying the quar-
terly pattern of receipis and expend-
itures; the <eficit and total raceipts

-~ ghewn in this table incerporate the

impast of changes in economic activity
jmlveed by proposed nnd  recently
snacted tox changes. Table 8 provides
ndelitional  detadl on  selected tax
chonges; the Impoct on the ceficit
shown in this talle does not allow for
changes in receipts thot result from
changed ecomomic activity induced by
the tnx reductions or incrensss.

The querterly pattern is estimnted by
BEA with the cooperation of the Office
of Management und Budget, the Social

. Secwrity Administration, amd the De-

partments of Agneulture, Lnber, and

“Trensury. Receipte reflect the patten

of proposed and epacled legislation con-
sistent with the budget ond the ndminis-
fration's projected quarterly pattern of
wages and profits, Expan<itores veflsct
the poattern of proposed legislation anvl
selected other items, such ns cost-ol-
living insrenses in vetirement bensfits
nnd pay raiess for Federsl ainployees.

The following paragraphe list the key

', Toclors nffecting receipts and expendi-

fures, beginning with ihe first quarter
of 1980. Thesa Jactors s1e discussed in
more detail in the receipts nnd expendi-
tures sections of this article. All esti-
mates nre seasonnlly adjustad at nomual
Tikos,

First quarter 1550.—Receipts inerensa
despita g decline in economie activily.
Indirect business taxes s« contribu-
tione for gocinl insurance increase sub-
stantjally, reflecting the bepinning of
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the winulfall profits tnx and n higher
tax bage for socigl seewrity. Personol
taxes reeline despite rising wapes, be-
cause of unuznally henvy refunds re-
sulting from overwithholding in 1979.
Corpornte profits taxes also decline,
largely due to lower profits; pavt of the
dlecline in profits is nttributable te the
windinil profits tax.

Expenditures increase 323 billion.
Nondefense purchnses increase sharply
due to heavy grain purchases by the
Commadicy Credit, Corporation (CCC)
nzsocigtest with the suspension of sales
to Bussia. Puyments {0 low-iDcome per-
sons under the ensrgy program increvse
transfers; interest, defense purcheses,
ondd subsidies nlso incresse. Granis-in-
ai<l to State and local govemments de-
cline, reflecting lower zrants for public
service jobs.

Second quarter 1580 —Receipts in-
crease 38 billion, refleeting adilitional
revepue from the windfmll profits tax
nnd higher wages. Corporate profits
taxps continue to recline.

Expenditures increase %13 Thillion.
Transfers increase sharply, portly he-
canse of rising unemployment benefils,
Grants reverse their decline; payments
from the enargy security trust fund are
stepperl up. Nondefense purchases Jevel
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off, 1efecting lower ginin purchases by
the CCC.

Third quarter 1980 —Receipta in-
cresse $13 billion, despife o continued
decline in corporale profits and faxes.
Higher supplementary medical inswr-
apee Bremiums incresse contributions
Tor social imeurance,

Expendlitures incresse 528 billion.
Transfers sceount {or most of the in-
cvease, reflecting a 13-pereent incrense
for social security recipients. Defense
purchages continue their stendy rrowth.
Graonts register o lavger-than-usual in-
crease, reflecting countercyclical and
targetacl fiscal nseistance. Subsidies are
higher, reflecling a pay raise for postal
smplayess and continusl increases in
housing programs. Interest continues
up, but nt o slower pace.

Fourth quorier 1980.—Receipts in-
crease $19 billion, reflecting an upturn
in econcmic activity. Corperate profits
taxes incresse for the first time in a
year. Personal taxes and contributions
for serial insurance record large in-
eveages, roflecting stronger growthin
wopes and salaries. Indirect business
toxes nre aupmented by proposed new
toxes relating to aireraft and hazordous
substances.

Expenditures incrense nearly $13 bil-
lion. Purchases ate up %6 Lilken, in-
clucding $4 billion for o military and
civilian pay raise. Despite the pay raize,
nontefense purchoses are fint, reflecting
the end of the Russinn-related grain
purchases by the CCC, Transfers con-
tinue to incrense. Bubsities venfinue up,
reflecting highet pnyments to farmers
and payments to buosinesses under the
SnErEy program.

First guerler 19871 ——Receipts ib-
crense nesrly 37 billion. Contribu-
tions for socinl inswance incrense $22
billion ; about $17 billien is attributable
t¢ oo increase in the socinl security
tax rate and base; the railrond retire-
ment tax js also incrensed. Unemploy-
ment taxes inciease sharply, reflecting
higher payments by employers whose
work force experienced high unemploy-
ment in 1980. Corporate profits toxes
and persenal taxes coafinue up; pro-
posed lagislation lumits the incraase
in persgnal toxes. Indivect business
taxes, reflecting the steadily growing
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windfall profits tax, increase 53 billion;
the telephone excise tax is reduced.

Expenditures inerense $0 billion.
Defense purchages continue their up-
trend, hut nondefemse spending slows,
The slowdown in transfers reflects
propased changes in the medicnre pro-
gram and o decrenss in unemployment
benefits.

Second quarter 1981-—Receipis in-

SURVEY OF CURRENT BUSINESS

crease 320 billion; strong increases in
incomes nre the major factor.

Bxpenditures incresse 3t0  hillion.
Cost-of-living increases in benehits paid
Federal rotivees incrense transfer pay-
ments. (ther categoiies increase oi
about the same pace os in the first
fquarter.

Third quarter 1981 —Receipts in-
crease $17 billion. Personol faxes in-
creass 9 billion, corpornte profits taxes

Tabla §.—Selented Tax Changas, NIFA Banis
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%2 billion, indirect business taxes $3
billion, and contributions for social
inguranee §3 billion,

Expanditures increase $21 billion;
well over hall, or $13 billion, is due to
o 3.9-percent incresce in socinl =ecurity
benafits. Defenge purchazes continue
up strongly; subsidies slow down,;
other nondefense cotegories incraase
moderately,
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High-employment surplus or deficit

The high-employment surplus is an
estimate of the amount by which
Federal revenues would exceed Federal
expenditures if the economy were oper-
ating at a hypothetical high-employ ment
level of activity at current price levels.
Consequently, cyelical fluctuations in
the economy do mot affect high-
employment budget receipts or expend-
itures, It is therefore a better, although
still imperfect, measure of discretionary
fiscal policy.

As measured on a high-employment
basis, the budget shifted from defieit
to surplus in calendar 1979 (table 9). In
1980, the high-employment surplus
ineregses somewhat further, amdl in
1981, under the impact of tax increases,
it amounts to $65.5 billion. The pro-
jected increase from 1980 {o 19851—
$47.3 billion—is unusually large. Thus,
the course of fiscal policy shifted toward
restraint in 1979, is moderately re-
restrictive in 1980, and is highly re-
strictive in 1981,

The high-employment budget cal-
culations reflect lower estimates of
potential GNP than estimated by the
CEA in last year's Annual Report. Last
year's projection of polentinl GNP
crowlh was 3 percent over the 1975-83
period, including trend productivity
growth of 1% percent. Poor productivity

Tahle 9—High=-Employment Surplus or
Deficit (—), NIPA Basis

| Billinns of dollnrs]
Iigh em-
playment Changn
sairplias ar
daliedt {—)
Calendar year:
1078, =1L& 7.0
18T 2.8 2L 4
1480, 152 B4
1181, i ik & a7 4
Half-year (feasonnlly adjusied at
nnngal rutes):
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1099;
First half.... LIS Lk i
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1080;
Firsb hall o ececvrrrrnnes 15,1 &0
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Bource: Councll of Eooaomic Advisers and Buaresn of
Eounerle Analysis.
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performance in 1979 raised questions
about this long-term growth; the CEA
does not now believe that cyclically
adjusted productivity growth can re-
cover fully from its 1979 low and reach
the 14-percent tremd in the next few
years, Accordingly, the new estimate
of potentinl GNP growth for 1979-81
has been reduced [rom 3 percent Lo 24
percent. It can be divided into the
following components: an annual growth
in potential employment of nearly 2
percent, an annual inerease in produc-
tivity of about 1 percent, and an annual
one-hall of one percent decline in hours
per worker. However, this lower growth
of potential is expected to be temporary;
productivity growth is expected to
increase in 1982, and consequently a
J-percent potential GNP is projected
for the 1982-83 period.

During 1979, the CEA and other
Federal agencies worked to improve
the measurement of the high-employ-
ment budget. New estimates of income
shares, marginal tax rates, and tax
elasticities were calculated and, for the
first time, cyclical adjustments were
made for certain expenditures other
than unemployment benefits, such as
for food stamps. Further refinements
are expected in 1980, and these refine-
ments and historical estimates of the
high-employment budget will be pub-
lished in the Svevey orF Currest
Busivess; BEA will then regularly
prepare and publish current quarterly
estimates and revisions of the historical
series.

Federal Sector Receipts

Federal receipts on the NIPA basis in
1981 are $607.7 billion. The 1981 in-
crepse—577.1 billion—is much larger
than the 1980 increase because of sub-
stantial tax increases and a pickup in
economie activity following the slow-
down in 1980 (chart 3).

Higher tax bases—reflecting mainly

the impact of inflation—account for

$55.1 billion of the 1981 increase: the
net effeet of all tax changes—hboth
enacted and proposed—is to add $22.0
billion. In 1980, higher tax bases
account for $46.8 billion; net tax

February 1980
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Changes in Federal Government
Receipts, NIPA Basis
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changes add only $0.1 billion (table
10).2

The only major tax proposal is for "
a windfall profits tax on domestic oil

producers. The tax, originally proposed
in April 1979 as part of the program
to decontrol domestic crude oil prices,
iz an excise tax and therefore deductible
for corporate and individual income
tax purposes, The other major tax in-
creases are for social security under
legislation already enacted. Other
enacted legislation having a significant
effect on year-to-year changes shown
in table 10 are the Revenue Act of
1978, the Foreign Earned Income Act

o, Table 10 shows the éffect of all tax changes sines the
fourth quarter ol 1977 on year-ia-year chonges in receipis, Tax
clhanpes sdnes (hat time must be inclnded becauss the fourth
quarter of 1077 i3 In fiseal 1978, which is used to enlolate the
year-io-yenr chonge for 1070,

Table 8, unlike table 10, dots net show the effect af avery
inx changn sinee fAscal 1078, 1t focxses on the qusriedy {mpact
of propesed begislntion, the major tax legislation enscled In
1678, nnd soelal securily rale and bass changes since 1970 11
provides additionsl detall on enpcted and propesed fax
legislation shown [n talle 7,
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Table 10.—Breakdown of Changes in Federal
Heceipts, NIPA Basis

[Billiems af dallars]

m—— —— ==+

Change [r e
coding fiscal year
1870 | 1980 | sl
Total receipa. ... 68,0 H,i| 7.1
Droe to higher tax bages . . ... .| (7.4 [ 468 | 561
De totaxchangea' ... _..........] Li 1| 2o
Enacted. .. ... ... L2 |=45| 118
Froposed . L4 &G lLL
Personal tax and nontax vecelpts. ... .| 7.2 | L6 | 340
Lrae o higher tax bases . _ cesa] MO0 0.7 | 370
Dre to tax changes.. .. =28 =121 | =24
Enmeted... . ...._. cena| =28 =117 | = 1
P IOEONR o gy =i emraa| = 3
Corporate profits tax aeernals . ..} MLT (=11 B
Duutnll.?lhurt,uhuu__._..._._._ :hl.ﬂ.!I 23 |_',L[:|
Dran Lo tox changes. =50 =41 | =45
Enboted..... ... =43 |=L7 | =10
Proposed......_._. L4 |=24 | =8.5
Inidirect business tax and nontas ac-

[on ' 1 peeren e e A I 2R ul 14.8
Dug Lo higher tax bases 24| L1 1.4
Dt to tax changes. -2 A0 | 132

Enscled. .. ........ -2 | =4 .4

FProposed........_. ceeafeeanas| BA | 129

Ceoniributlons for soclal insorance___ | 18.9 | 181 | 27.4
e to higher tax boses M4 | 0B | 1.7
IFae Lo 18X ohanges J BRS5| B3| AT

Ennobed. . ......coiin B5| B3| 152

Froposed. SIS B | -]

1. Consksts of all tax changes sinee fls-al 1978,

4. Inchedes & proposed tax increaso involving the foreign
tax credit, which 13 retroactive to 1979 and not yet included
in published corpocate prolits tax accruals.

of 1978, the Energy Act of 1978, and
the Tax Reduction and Simplification
Act of 1977; these Acts reduce indi-
vidual and corporate income taxes in
all three years. Provisions of these Acts
have been discussed in the February and
November 1978 issues of the SurvEey.

Personal taxes

Personal tax and nontax receipts in-
crease $34.6 billion in 1981 (chart 4).
The net increase consists of a $37 billion
Increase due to higher incomes partly
offset by a $2.4 billion decrease due to
tax changes. The $2.4 billion decrease
results from a larger reduction in 1981
taxes than in 1980 taxes.

The reduction in 1981 ($18.3 billion)
results from $18.1 billion from enacted
legislation and $0.2 billion from pro-
posed legislation. The reduction in
1980 ($15.9 hillion) results from $15.5
billion from enacted legislation and
$0.4 billion from proposed legislation.

The larger reduction attributable to
enacted legislation in 1981 results prin-
cipally from lower net settlements as-
sociated with the Revenue Act. The
reductions attributable to proposed leg-
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islation result because proprietors may
deduct the windfall profits tax from
taxable income, thus reducing personal
tax payments in both years, In 1981,
this reduction is partly offset by a pro-
posal te institute a 10 percent with-
holding tax on compensation for services
paid to certain independent contractors,

Net settlements decline in 1980 be-
cauze overwithholding inereased sub-
stantially in  ealendar 1979, The
overwithholding  resulted from the
January 1979 changes in withholding
schedules. Under the Revenue Aet of
1978, liabilities on income subject to
withholding were reduced about 104
billion in 1979, but payments were
virtually unchanged. Consequently, net
settlements are redueed in 1980.

Eii

Corporate profits taxes

Corporate profits tax accruals in-
crease $0.6 billion in 1981, reversing the
decline in 1980. The net increase con-
sists of a $5.1 billion increase due to
higher taxable profits partly offset by
a 4.5 bilion decreaze Jdue to tax
changes, The $4.5 billion decrease re-
sults from a larger reduction in 1981
taxes than in 1980 taxes.

The reduction in 1081 ($14 billion)
tesults from $8.6 billion from enacted
legislation and #£5.4 billion from pro-
posed legislation. The reduection in 1980
($9.5 billion) results from %7.6 billion
from enacted legislation and $1.9 billion
from proposed legislation.

The larger reduction attributable to
enacted legislation in 1981 reflects
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provisions of the Revenue Aet. The
reductions under proposed legislation
result from  dedueting the wind{all
profits tax in computing taxable profits
anid several proposzals to stimunlate the
conservation and production of energy
through tax eredits, such as for the
construction of new buildings employ-
ing solar technology and for domestic
producers of shale oil, These reductions
partly offset increpses resulting from
proposed restrictions on the use of tax-
exemptl housing bonds amd changes in
the way foreign taxes paid on oil and
@as income are currently used to offset
U.S taxes on non-oll mcome earned
abroad.

Indirect business taxes

Indirect business tax and nontax
accruals increase $14.5 billion in 1981,
The inerease is the result of $1.3 billion
due to higher tax bases and $13.2
billion due to tax changes under pro-
posed amid enacted legislation. Tax
changes under proposed legislation,
largely the windfall profits tax, account
for $12.9 billion of the year-to-year
increase.

Under the administration’s proposal,
the windfall profits tax is effective Jan-
uary 1, 1980. As outlined in the budget,
it is similar to the administration pro-
poszal presented last year to the Senate
Finance Committes. The proposed tax
base is equal to the amount a producer
receives for domestically produced erude
oil in excess of a base price and any
Btate severnnce taxes attributable to
the extra revenue, The tax rate is
around 60 percent, depending on the
type of oil. When this article was pre-
pared, the differences between the two
versions of a windfall profits tax passed
in 1979 by the House of Representa-
tives and by the Senate had not been
completely resolved by a Conference
Committee., It is expected that final
action will reduce estimated 1081 re-
ceipts by about §1 hillion,

There are several minor proposals
affecting indirect business taxes. These
include fees for the cleanup of oil spills
and hazardous wastes and a 6-percent
tax on aireraft and avionics (both effec-
tive October 1, 1980), and a change in
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the tax on aviation fuel from the pres-
ent 7 cents per zallon tax to a 10-percent
ad valorem tax (effective July 1, 1980).

Under enacted legislation, the tele-
phone execise tax drops from 2 percent
to 1 percent January 1, 1981 and is
eliminated in 1982. It is also assumed
in the budget that fees and duties on
imported erude oil and petroleum prod-
uciz are collected after June 30, 1980;
currently such payments are waived. A
final determination on the extension of
the waiver will be made later this vear.

Contributions for social insurance

Contributions for social insurance in-
crease $327.4 billion m 1981, Tax
changes—primarily base and rate in-
creases for social security—account for
$15.7 billion of the increase; higher
employment and wages account for the
remaining $11.7 billion. Nearly all—
$15.2 billion—of the tax increases are
under enacted legislation; only $0.5
billion—for higher railroad retirement
taxes and social security taxes on in-
dependent contractors—is attributable
to proposed legislation.

The social security tax base for em-
ployers and employees was raised from
$22,900 to $25,900 January 1, 1980 and
is raised to $29,700 January 1, 1851.
The combined tax rate is raised from
12.26 percent to 13.3 percent January 1,
1981, a particularly large increase. The
tax rate for self-employed persons is
raised from 8.1 percent to 9.3 percent at
the same time.

Increases in the social security tax
base have their most pronounced effect
on actual receipts in the second half of
the year in which they occur because ad-
ditional amounts in the tax base are for
the most part earned later in the year,
However, to seasonally adjust NIFA
receipts, the effective rate for the whole
calendar year is applied to each quarter.
Hence, the step-up appears in the first
quarter of the year in which the tax
base is increased. Thus, the January
1980 base increase raised contributions
about $3.4 billion (annual rate) in the
first quarter of 1980, and the January
1981 base increase raises contributions
about $3.9 billion in the first quarter of
1981.

February 1980

Lewiglation is proposed to increase
railroad  retirement payroll taxes
effective January 1, 1881. The largest
part. of the increase results from the
elimination of the taxable earnings
maximum (now $1,850 per month) on
the employer share of the tax.

Federal Sector
Expenditures

Federal expenditures in the NIPA's
in 1981 are $626.3 billion. The 1981 in-
erease of $62.1 billion compares with an
mcrease of $70.6 billion in 1980 (chart
5). Increases: in transfer payments to
persons ($32.3 billion), national defensze
purchases ($13.4 billion), and granis-
im-pid to State and loeal governments
($6.4 billion) account for 84 percent of
the 1981 inerea=ze (table 7). Smaller in-
creases are in nomdefense purchases
($3.9 billion), net interest paid (§3
billion}, and subsidies less current sur-
plus of government enterprises ($2.9
billion).
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Twbla 11 highlights the mojor factors
that contribute to recemt changes in
Faderal expenditures. Social security
henefits pod molitary and civilian pen-
sions contribute $26.3 hillion to the
1981 inersass, pay tnises $4.1 billion,
ppemployiment  benefits  and  food
stamps $3.8 billion, net interest paid $2
billior, and public assistance grants
$2.1 billion. Partly offsetting thesa in-
crenses is s decline in agriculturs pur-
cheses resulting from  the Kussian
grain sale suspension end incressed
naval petroleum reserve sales (which
are recorded as nagative purchases in
the NIPA'E). Of the $18.8 billion in-
erense in  ‘fall other expenditures',
nationel defense expendifures are up
$10.5 billion, about ¢he same as in 1950,
and nondefensa expenditures are up
$8.2 billion, substantially lesz than in

- 1950.

 National defense purchases

. Nationel defanse purchases incresss
$13.4 billion in 1081, comparad with
- $12.0 billion in 1980 (table 12), This
%-vear increass of over $26 billion, or
25 percent, is the largest 2-year incrense
since 1966-08-—the peak of the Vistnam
War—when purchoses imeressed 38 per-
cent. The 1081 increass is directed
primarily to preserva the U8, strategic
, tlaterrent, to improve the combat effec-
tiveness pnd reandiness of WATO forees,
* gnd to enhenee the capability to dater
. eonfliats through tha rapid deployment
of forees.
Procurement of military hard goods
increases $3 billion in 1981, Increnses
are for a number of mnjor weapon
gystems, including tha cruise missile,
. the XM-1 tank, and the F-18 and
F-18 fighter aireraft. Initisl procure-
" mend of & new cergo ship for the rapid
. deployment force, the nipth Trident
naclear steategic missils submarine,
and additions] cruisers and patrol
. irigates are aleo scheduled for 1981.
Current plons call for a $45 hillion 5-
yoar shipbuilding program for 1981-85
- for the conslruction of B7 new ships,
compared with 67 that were planned
last year for the sams period. {The
. initial lmpﬂl.‘-t of en inerease in pro-
~ curement in production is lexger then

reflectad in defense purchases, besnuse
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Table 11.=Braakdown of Changes in Faderal Expenditures, NIPA Basis
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the production resulting from an in-
crease I procurement is registered ns
all increase in  business inventories
until delivery, which is the basis on
which purchases are registered.)

Operation and maintenance outlays
increase $5.5 billion in 1981, with
emphasis on unit training and opera-
tional exercises, and on the replenish-
ment of spare parts, depot maintenance,
and modification of weapon systems.
(Actual spending is likely to be higher
because fuel costs are rising more
rapidly than assumed in the budget.)
Other increases are for research and
development ($1.9 billion) and the
October 1980 military and civilian
pay raise ($1.8 billion). According to
the budget, the military pay raise is
7.4 percent and the ecivilian raise is
6.2 percent. The increase in research
and development includes development
of the MX mobile ICBM system and a
new transport aireraft designed to lift
heavy cargo and to land on relatively
short overseas runways, Table 12 shows
the detail of unified budget outlays
and a reconciliation with defense pur-
chases on the NIPA basis.

Nondefense purchases

Nondefense purchases increase $3.9
billion in 1981, compared with $10.4
billion in 1980. The large deceleration
is due to a number of factors. First, 1980
purchases include $2 billion for the
Commodity Credit Corporation (CCC)
to buy up contracts for wheat and feed
grains sold to Russia but not delivered
because of the administration’s suspen-
sion of the sales in early January ; these
purchases are discontinued in 1981
(chart 6). Second, sales of crude petro-
leum from the naval reserves in Cali-
fornia and Wyoming increase $0.2
billion in 1980 and $1.2 billion in 1981;
these sales are recorded as negative pur-
chases. Third, spending by NASA, par-
ticularly for the space shuttle, increases
$0.8 billion in 1980 and enly $0.4 billion
in 1981, Excluding these factors, non-
defense purchases increase $6.7 billion
in 1981, compared with $7.8 billion in
1980, largely reflecting the administra-
tion's intention to limit increases in
civilian spending.

The administration decided to return
to the world market to purchase for
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placement in the strategic petroleum
reserve about 100,000 barrels of oil a
day. These purchases had been deferred
for some time to hold down the rapid
inerease in petroleum prices. Purchases
may resume as early as February 1080
depending on world market conditions.
Purchases for the strategic petroleum
reserve are about §1 billion in 1981,
compared to less than $0.5 billion in
1950,
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Transfer payments

Transler payments to persons in-
crease $32.3 billion in 1981, compared
with $33.2 billion in 1980; a hospital
cost containment proposal limits the
1981 increase.

Social security payments (excluding
medicare) account for $18.4 billion of
the 1981 increase; $14.2 billion is the
result of cost-of-living increases in aver-
age benefits. A 13-percent increase in
July 1980 adds $11 billion to the 1981
increase, and a 9.9 percent increase in
July 1881 adds §3.2 billion. The admin-
1stration is proposing to reduce disability
payments—about $0.1 billion—in 1981
through revision of benefit computa-
tions and increased work incentives. (A
disability 1eform measure has been
passed by the House.)

Medicare payments increase $3.8
billion in 1981, about $2.2 billion for
hospital benefits and $1.6 billion for
medical benefits. Proposed hospital cost
containment legislation places a limit
on the annual increase in hospital in-

- e ———

patient costs; this and other proposed .

changes reduce medicare benefiis §1.1
billion in 1981.

Unemployment benefits incrense $3
billion in 1981, compared with $4.3

billion in 1980. Eleven million workers

are expected to receive benefits at some
time in 1981, up from 10 million in 1980.

Extended benefite, which provide an ™

additional 13 weeks of benefits to
covered workers who exhaust their
regular (26 weeks) benefits, account for
£0.7 billion of the 1981 inerease. Ex-
tended benefits amounted to only $0.2
hillion (annual rate) in the fourth quar-
ter of 1979, but are estimated to total
#1.2 billion in 1980 and £1.9 billion in

1981. The administration haz revised ~

the formula for triggering extenced
benefits, effective February 3. The re-
vised formula uses only insured unem-
ployment under the regular program as
a percent of total insured workers to
arrive at the trigger rate. The previous
formula used insured workers under
both the regular and extended benefit
programe. It is estimated that an aver-
aze of 3.4 million workers per week will
receive both types of benefits in 1981,
up from 2.9 million in 1980.

Transfer payments under the pro-
posed energy security trust fund—

L___;..__,.
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which 2ra financed from existing legisia-
tion im 1060 and by the windfall profits
. tnx thereafter—sare $0.4 billion in 1550
gnd $0.7 billion in 1981, These pay-
ments assist supplementel security in-
. come recipients i peymg fuel bills,

i {nher transler payments ingrease
$6.8 billion in 1581 snd #$9.3 billion in
1980, Increases were larger in 1980 then

in 1981 in several programs. A larger

increaze 10 fo0d stamps is due to legis-
. lative changes that reaulted in an sddi-
tional 1 million recipients receiving
food stamps in 1979 and to minor re-
'» jorm proposals limiting the increase in
1981, In the case of the earned income
eredit, o larger increase im 1980 is &
- result of higher pnyments provided in
the Ravenuns Act of 1878, Decelaration
in other fransfevs in 1981 reflects the
. sdministration’s intention to hold down
<omestic spending, and ineludes reforms
it tha military retiremnent system. One
exception is for veterans benefits, which
inerease §1 billion in 1981, compared
with $0.5 billion in 1980, lorpely the
. regult of 2 13-percent eost-of-Yiving in-
cresse in compensation benefits, affec-
tive in Cciober 1980, and a proposed
1G-percant increasse in  readjustment
benefita.

GCrants-in-aid

~ Grants-in-oil to State snd local gov-

arnments increass $6.4 billion in 1981,
comparad with £5 billion ia 1980, The
1980 increase wos limited by declines
in granfs for public sarvice employment
and for local public works. Proposed
legislation—for the energy security
trust fund, the wmadfall profits tax on
Btata ol reyaltiss, and countercyclical
ond targeted fises) assistance—oon-
tributes, on balancs, between $1.3
billion nnd $1.4 biliion to the increase
in both years.

Gronte under the proposed energy
security trust fund ars $2.4 billion in
. 1831 and %1.3 billion in 930, The 1980
- grants are mostly financed by exisiing
legrislation ; the 1081 grants are financed
from the windfall profits tox. These
grants provide fur energy pssietance for
Yow-income families, for improvements
In mass transit, and for warious enerpy
conservation and Tesearch programs.
- The energy ossistanes is comprised of
.. bwo programs: energy <risis nssistance
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to help low-income families experiencing
energy-related financial prablems, and
& specizl energy allowsnce black grant
program, which gives Stata governors
latitude to design vid to fit the circums
stances of their Stete, This aid cen be
in the form of cesh ussistance, fuel-bill
poayments, or other in-kind nssistance.
The mass trensit grants enable transit
companies ¢ buy 6,000 new buses in
1081 with the Tederal rovernment
paying 90 percent of the cost—twice
the number purchased with federal aid
in 1979,

The addministration is alse proposing
to tox the higher cil royalties pnid te oil
producing States oz & result of the de-
contTol of crule of) prices. As discussed
eatlier, the poyments by States to tha
Federnl govarnment pre treated os
negative gronts in the NIPA's nnd
amount to $0.3 billion in 1980 and
$0.7 billien in 1981,

The administration is proposing a
combined countercyelical and torgeted
fisenl assistonce program begimning in
mirl-1980; grants amount to $1 billion
in 1881, up $0.7 billion [rom 1920. The
countercyclienl gramte are triggersd
with a 2-quarter lag after the nationsl
unemplayment rate reaches 6% percent.
The targeted fistal assistance programm is
for 1 year nnd provides peneral purposs
fiscal assistonce to localities with high
levels of unemplayment end tow aco-
nomie growth. Payments to locolities
under countercyclicol fiseal nszistonce
are reduced by the smount ef payments
from targeted fiscal assistance.

Grants for public sarvice employment
inerensa $0.4 billien in 1981, compared
with a $1.1 billion decline in 1980, The
number of public service jobe peaked
ot about 605,000 m July 1979 and de-
clined shorply therealter to sbout
430,000 in December, reflecting cut-
boeks in program funding. The budget
gssumes o level of 450,000 johs in 1381,
About 250,000 of these jobs ore [or low-
income, long-term unemployed parsons;
the other 200,000 jobs nre for workers
with higher incomes who experience
shorter periods of unemployment.

Grants for other programs increpse
$4.7 Lillion in 1981, comparad with $6.1
Lillion in 1980. Smaller increases occurs
in 1981 for hichways, education, em-
ployment snd training, and food arul
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nuirition. Public assistance grants (io-
chading medieeid) 38 the only program
increasing mora in 1881 than in 1980—
$2.1 billion compored with $1.5 billien.
The sdministration is propasing to add
about $0.5 billion to expand medical
services, principally te include an ad-
ditionsl 2 million children and pregmont
women. The adminisiration 1s also pro-
poging to reduce spending sbout §6.2
billion by simplifymg ehgibility rules
for and improving administration of the
aid to families with dependent children.

Other expenditures

Mat interest poid increases $3 billion
in 1381, comperad with $8.8 billion in
1980. Under the conveniion adopted in
last year's budget—that intarest rates
move with inflation—the 9l-doy
Treasury bill rate declines gradually
from about 12 percent, the preveiling
rata when the estimates were made, to
10.5 percent in calendor year 1980 and
9 percent i 1981, In Fanuary 1950, the
bill rate was about 270 basis points
nbove the rate of a yoar earlier. This
substentinl rise is the major reason for
the share incresse in net mterest paid
in 1980, Dabt keld by the public (in-
cluding the Faderzl Reserve System)
inereases £33 billion in 1881, compared
with $44 billion in 19%0. About one-half
of the 1981 ineresse is due io the
anticipntad bodeet deficit and one-half
js due to the activities of oif-budget
Federal entities.

Suhsidies less the current surplus of
government enterprises increase $2.9
billion In 1981, compared with $0.2
billion in 1980. The larger increase in
19581 is due to prebound in agricultural
subsidies. These subsidies increase §1.2
billion in 1981, compared with a §1.6
billicn decline in 1980, when reductions
in deficiency payments for wheat and
feed groins oceur. Additional subsidies
faor these crops, as & result of tha Rus-
sian groin eale suspension, account for
$0.8 bilion of the 1981 increase; the
remaining increase is for regular disnster
and deficiency payments, The admin-
istration has not yet established ncreage
set-nsides for 1980 wheat and comn
crops; & decision must be made by
Maorch, and if set-asides pre established,
1981 asgricuitural subsidies moy he us
much a5 %1 billion higher. Housing
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subsidies increase $1.1 billion in 1981
for an sdditionsl 80,000 new housing
wnits ond past commitments, Subsidies
under the energy secunity trust fund to
homeowners and businesses (including
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ulilities) for solar energy wnd energy
conservalion begin in late calandar
year 1980 and contiibute $0.5 billion
to the fizcal yenr 1981 inmrensze. All other
subsidies less current surplus are essen-

Pebroary 198

tinlly unchanged; o $0.8 billion incrense
in the Postal Servica deficit—which
does wot include any postal rate in-
cresse—is largely offset by declines in
other areas.
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